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“e have considered your application for recognition of exemption
under section 501(c)(4) of the Internal Revenue Jode. Based on tha infor-
\ ration entmitted, we have conclulded that you do sot qualify for exempcion
~ under that section. The reasones for our conclusions are ex;!:ined belom,

The »urposes for which
BN {s organized is to promote, varkaet snd adwiufster prapaid eaplovew,
eroup henefit prorraus for vision ssarvices provided by opthalmologiats,
optonetrists, and opticiars, such programs to de ntqbii shed through
contracts hetween smployers and the Corporation. The.coats of such
prosrans shall be borne by the employer on an insured.or self-insured
hazis. The Corporation shall adninister the progrsms: or may contract
with one or more other partias to administer soms orwhll of such prosreas
for the Corporation. In addition, the Corporatien -hﬁll establieh a
panel of providers to provide the vision services required undar the pro-
¢rams and shall establish such peer raview proccdnr”fi a0 may be deemed
necassary or appropriate hy the Roard of Directors, ¢t any duly establisha’
fommittes thereof, of the Corporstion. "
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You have Jdeveloped a new, opan-panel vision cnrefhetwork of ophtalro-
lnrints, optomertrists, and opticians to offer your nl‘ugrvlcas with quality,
value and convenience. Among vour hanefits are: freedon of chofce in
the selection of a provider and eyewear based on indifpﬁtdml needs and
resourcss, over R participating locatiome from whick to choosa end pane!l
!{atings distributed to all enployeer, In addition, Pfarticlpauuq provi{dars
nfgure the eaployees loss “up front™ costs, active pesr review cooafttees
of aach of the HENEE eve care specialists to enhsnce quality of care, and
50)=~day prescription protection and no~charge adjustugnts for the life of
the oveumar throuzh participating providars.

Zou “ave Adevelnved one type of contract which will he signed by the
sroen prrehasecs 1t will require that the purcbunr‘{p’ay for all clairs
plug a =monthly adatnintrative fee, Claim forma are tu be handled by
croviders in order to conduct a nore efficient bllliﬁi and elains procesa~
in" avsten, 12
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Although yotr lgattd purpon& ll tb prdno:q thc ost.bllnhutnt of J.
vision care henefit programe by smployers fof thei¢. employees, you are: !
. not as {asurance coupany mot does You assums aty risk of previding bese-

fits. Your primary octtvt;r.sill b4 to previde vislon .ot eye eare sarvi-
ces td persond enrnlled 1n prepatd bealth setviee plefis. Thare ¢s me
arovision for fodividus]l mesbership or fer freq. esve 0f the poor, or aven
cmergency trastment of the publie. Tou will enter inteo comtraets, for a
fee, vith the partieipating ot:untiatihnnftdr,brovillﬁt your .nervices.

feection 301(e)(A) of the Code provides u:cuptton !ron fedaral income
tax of organizations not orsaniszed fer srofir but oparated ewclusively.
for the promotfion of sacial welfare. Y

Section 1.3501(e)(4)=1(a)(2)(4) of the Incomm Tax Ragulacions provides
that an orzantizatior {e oparatad exclusively for the prorotion of soefal
valfare Sf 1t {s primarily engaged fn pronotisg in scme v - the cowson
rood acd general welfare of tha coununity. An organt3stio: anhbraced
within this section is one which {» oparated primarily for tha purposa of
dringinzg about clvie bettermante and senial lmﬁtove-utn.

Seaction 1. SOl(c)(‘)‘l(n)(l)(ll) of the rllulntloan provides that an
organizatinn t{e not operated primarily Yor the promotion of mocial welfare
(f ire primary sctivity s careying on a Musiness with Lhe general public
in A manner similar to ortanigat{ons vhich are oparatad for profit,

Pavenue Puling 86-98, 1986=13 C.B. 5, prevides that an individusl
practice association that provides health ssrtvices through writtan egree-
menta vith health mnaintenancs orgsnizations 4oes net qualify-for exeavtion
fron federal ifncote tax as a socfal welfare organisation undar sectfon
SO01(e)(6) of the Code or as & businass lsague wmder section 501(e)(6).

In Consumar-FParmer Y11%x Cooperstive, Incs. v. Coomissioner of Isternal
FKevanue, 186 7 1d AP, the court donfed axanption wndar section 501(e)(4)
because the orcanirzation's purpoge 18 primarily to benefit ite members
econonically and only incidentally to further larger podiic welfare.

The deternination of whethar an organizdtien gualifisa for exewption
fron federal tncome tex under section 301(c)(4) of the Code 1a a Tactual
question. The activities of the organization must address » hons fide
commumity aneed, and should not duplicete services or facilities provided
hy comreccial entities, 1In additfon, the activitias of the orgnnix.:iom
shnuld not coufer sceonrnic advantageas on (ts membere,

fonr prftary neticlty of sroviding a pool of oyé‘phvuiclan. an? ather
viainn carte croviiors ta nlsr suhgeribers and econpenssting such participa-
tine oreafefans an' rrovicern for their noresl and custooary feos s
carrying on a luainess vith the tenerel pudlie im @ nanner similar teo
orianizationn which are rondnrtec for profit. Soeh activicy is sinilsr

to the orerat{ona of a concercial insutancs carrier. See fev. Rul,
GhHeE anora, e T T



Your prisary activity aleo econfers economic henafits on sewbers
because your setivity serves as an alternative method of direet billing
and collection of fees from patiente dy meaber physicians and other
health providers through which they can waxinize their income. -
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Since your primary activity is carrying on A business with the general
oublic sinilar to organizations operated for profit sod you are operated
in o mannar that ;iimarily confers esconomic Hensfits on members and only
{.ldentally furthers largzer public wvelfars, you ars not proweting social
velfare vithin the neaning of section 501(c)(4) of the (odo.

You hava the right to protast thia ruling {f you bdeliewve ft fe¢ fn—-
corract. To protest, you should submft a statament of your views, with o
full exnlamation of your reasoning. Thie statemsnt, eigned by one of your
officera, mugt be submitted in duplicate withim 30 days from the data of
this letter. You #lso have a right to a conference ia this office after
your stateszant. i{n sutmitted. You wust request the conference, {f you want
one, wvher. you {ile your protest statement. If you are to be represented
by someone who is aot one of your officcrs, that parson will need to file
& proper power of attornay and otherwise qualify wunder our Conferance and
Pract{ce Requircments,

1f wa do not hear from you within 30 days, this ruling will become
final and copies will be forwarded to your key District Lirector in
Cincimnat{, Ohie. Thereaftear, any quastions adout your fedarnl income tax
status should ba addressed co that office.

1f you correapond with us concerning this wmatter, you will expedite
our receipt of your comnunication dy including the following i{nformation
on the envelope as part of our addrasa: Attn: NN Rooa
EE. Thase avmbols do not refer to your case ™Mt rather to {its laocetion

Sincorely younrs,

]
Chief, Zxempt Orgsnizations
Rulings lrangh

cc: DD, Cinecimmati cc: TN
Atin: %0 Group acen:




